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1- Lessons from Argentina's debacle 

Here the IMF made its fatal mistake: It encouraged a contractionary fiscal policy, the same mistake it had 
made in East Asia. Fiscal austerity was supposed to restore confidence. But the numbers in the IMF 
programme were fiction; any economist would have predicted that contractionary policies would incite slow- 
down, and that budget targets would not be met. Needless to say, the IMF programme did not fulfil its 
commitments. 

2- Argentine : the IMF strikes again 

Argentina's current debacle provides one more lesson regarding the perils of the economic policies pushed on 
governments around the globe by the International Monetary Fund (IMF).Why does the IMF continue to 
promote failed policies? Going beyond denunciation, this article proposes alternative strategies. 

3- They Also Make Bombs Out Of Paper 

A fertilizer bomb that kills hundreds in Oklahoma. Fuel-laden civil jets that kill 4000 in New York. A sanctions 
policy that kills one and a half million in Irag. A trade policy that immiserates continents. You can make a 
bomb out of anything. The ones on paper hurt the most. 

4- The New Economy Recession: Economic Scorecard 2001 

Now that it is officially acknowledged that a recession has begun, most economists are predicting that it will 
soon be over. This assessment should not be accepted uncritically. The vast majority of these economists 
failed to anticipate the onset of the recession, primarily because they refused to recognize the problems 
posed by a stock market bubble of unprecedented size. 

5- From Euro to Euroimperialism 

The brand new European currency is far more that an economic advance. It is at one and the same time a 
mark of the strengthening of euro-identity, euro-centralism and euro-imperialism. that is to say it marks the 
appearance of a new Leviathan on the world stage. 
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Lessons from Argentina's debacle 
Such attempts at blame-shifting are misguided: 


By Joseph Stiglitz The default can be seen as the result of economic 
mistakes made over a decade. Understanding 
ARGENTINA'S collapse incited the largest default what went wrong provides important lessons. 
in history. 
The problems began with the hyper-inflation of 
Pundits agree this is merely the latest in a string the 1980s. To slash inflation, expectations needed 
of bail-outs, led by the International Monetary changing; ‘anchoring’ the currency to the dollar 
Fund (IMF), that squandered billions of dollars and was meant to do this. 
failed to save the economies they were meant to 
help. If inflation continued, the country's real exchange 
rate would appreciate, demand for its exports fall 
Some claim the IMF was too lenient while others and unemployment increase, dampening wage 
say it was too tough. And some see the problem and price pressures. 


was Self-inflicted through profligate and corrupt 
spending by Argentina. 
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Market participants, Knowing this, would realise 
inflation would not be sustained. While the 
commitment to the exchange-rate system 
remained credible, so did the commitment to halt 
inflation. 


If inflationary expectations were changed, then 
disinflation could occur without costly 
unemployment. This prescription worked for a 
time in a few countries, but was risky, as 
Argentina was to show. 


The IMF encouraged this exchange-rate system. 
Now it is less enthusiastic, though Argentina is the 
one paying the price. The peg lowered inflation 
but did not promote sustained growth. 


Argentina should have been encouraged to fix a 
more flexible exchange rate, or at least a rate 
more reflective of its trading patterns. 


There were other mistakes in Argentina's 'reform' 
programme. It was praised for allowing large 
foreign ownership of banks. This led to a 
seemingly more stable banking system, but one 
which failed to lend to small- and medium-sized 
firms. After the burst of growth which came with 
hyper-inflation's end, growth slowed, partly 
because firms could not get adequate finance. 


The government recognised the problem, but was 
hit by numerous shocks beyond its control before 
it could act. East Asia's crisis of 1997 provided the 
first shock. Partly because of IMF 
mismanagement, this became a global financial 
crisis, raising interest rates for all emerging 
markets, including Argentina. 


Argentina's exchange-rate system survived, but at 
a heavy price - double-digit unemployment. 


Soon, high interest rates strained the country's 
budget. Yet its debt to gross domestic product 
(GDP) ratio remained moderate, at around 45 per 
cent, lower than J apan's. 


But with 20 per cent interest rates, 9 per cent of 
the country's GDP would be spent annually on 
financing its debt. The government pursued fiscal 
austerity, but not enough to make up for the 
vagaries of the market. 


The global financial crisis that followed East Asia's 
crisis set off a series of big exchange-rate 
adjustments. 
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The US dollar, to which Argentina's peso was tied, 
increased sharply in value. 


Meanwhile, Argentina's neighbour and Mercosur 
trading partner, Brazil, saw its currency 
depreciate. 


Wages and prices fell, but not enough to allow 
Argentina to compete effectively, especially as 
many agricultural goods, which _ constitute 
Argentina's natural advantages, face high hurdles 
in entering rich countries’ markets. 


The world had hardly recovered from the 1997- 
1998 financial crisis when the 2000-2001 global 
slowdown started, worsening Argentina's 
situation. 


Here the IMF made _ its fatal mistake: It 
encouraged a contractionary fiscal policy, the 
same mistake it had made in East Asia. Fiscal 
austerity was supposed to restore confidence. But 
the numbers in the IMF programme were fiction; 
any economist would have predicted that 
contractionary policies would incite slow-down, 
and that budget targets would not be met. 
Needless to say, the IMF programme did not fulfil 
its commitments. 


Confidence is seldom restored as an economy 
goes into a deep recession and double-digit 
unemployment. 


Perhaps a military dictator could have suppressed 
the social and political unrest that arises in such 
conditions. But in Argentina's democracy, this was 
impossible. | was more surprised unrest took so 
long to manifest itself, than that street turmoil 
unseated Argentina's president. 


Seven lessons must now be drawn: 


1. In a world of volatile exchange rates, pegging a 
currency to one like the US dollar is highly risky. 
2. Globalisation exposes a country to enormous 
shocks. Adjustments in exchange rates are part of 
the coping mechanism. 

3. You ignore social and political contexts at your 
peril. Any government following policies which 
leave large parts of the population unemployed or 
underemployed is failing in its primary mission. 

4. A single-minded focus on inflation - without a 
concern for unemployment or growth - is risky. 

5. Growth requires financial institutions that lend 
to domestic firms. Selling banks to foreign owners, 
without appropriate safeguards, may impede 
growth and stability. 
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6. One seldom restores economic strength - or 
confidence - with policies that force an economy 
into a deep recession. 

7. Better ways are needed to deal with situations 
like Argentina's. 


| argued for this during East Asia's crisis; the IMF 
preferred its big bail-out strategy. Now it belatedly 
recognises that it should explore alternatives. 


The IMF will work hard to shift blame - there will 
be allegations of corruption, and claims Argentina 
did not pursue needed measures. 


Of course, it needed to undertake other reforms - 
but following the IMF's advice made matters 
worse. 


Argentina's crisis should remind us of the pressing 
need to reform the global financial system - and 
thorough reform of the IMF is where we must 
begin. 


Joseph Stiglitz. Professor of economics § at 
Columbia University, Nobel Prize for Economics. 
He was formerly chairman of the Council of 
Economic Advisers to then US President Bill 
Clinton, and chief economist and senior vice- 
president of the World Bank. 


Argentine : the IMF strikes again 
By Arthur MacEwan 


Argentina's experience leading into the current 
debacle provides one more lesson regarding the 
perils of free market ideology and of the economic 
policies pushed on governments around the globe 
by the International Monetary Fund (IMF). In 
Argentina and elsewhere, these policies have been 
embraced by local elites, who see their fortunes 
(both real and metaphoric) tied to the 
deregulation of commerce and the reduction of 
social programs. Yet the claims that these free 
market policies would bring economic growth and 
widespread well being have been thoroughly 
discredited. (In spite of the economic collapse and 
political turmoil in Buenos Aires, the wealthy 
appear to have protected themselves by having 
moved their money out of the country.) 


Failure under the Direction of the | MF 


The country's economic policies during the 1990s 
were developed under the direction of the IMF. 
From the late 1980s onward, a series of loans 
gave the IMF the leverage to guide Argentine 
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policymakers as they increasingly adopted the 
Fund's conservative economic agenda. As the 
country entered into the lasting downturn of the 
current period, the IMF continued, unwavering, in 
its support. The IMF provided Argentina with 
"small" loans, such as the $3 billion made 
available in early 1998, when the country's 
economic difficulties began to appear. As the 
Argentine crisis deepened, the IMF increased its 
support, supplying a loan of $13.7 billion and 
arranging $26 billion more from other sources at 
the end of 2000. As things worsened still further 
in 2001, the IMF pledged another $8 billion. 


The IMF coupled its largess with the condition that 
the Argentine government maintain its severe 
monetary policy and continue to tighten its fiscal 
policy. Deficit reduction--which according to the 
IMF is the key to macroeconomic stability (which 
in turn is supposed to be the key to economic 
growth)--was undertaken with a vengeance. In 
early July 2001, on the eve of a major 
government bond offering, Argentine officials 
announced budget cuts of $1.6 billion (about 3% 
of the federal budget), hoping that these cuts 
would reassure investors and allow interest rates 
to fall. Apparently, however, investors saw the 
cuts as another sign that the country's crisis was 
worsening, and the bonds could only be sold at 
sharply higher interest rates (14% as compared to 
the 9% that similar bonds had commanded in 
mid-J une). By December, the effort to balance the 
budget required far more severe expenditure cuts, 
and the government announced a_ drastic 
reduction of $9.2 billion in its spending, about 
18% of its entire budget. 


Argentina is now providing one more example of 
the failure of IMF policies to establish the bases 
for long-term economic growth in low-income 
countries. Numerous other countries demonstrate 
similar sets of problems: much of sub-Saharan 
Africa; Mexico, and several other countries in Latin 
America; Thailand, and other parts of East Asia hit 
by the 1997 crisis; and Turkey, along with 
Argentina in 2001. IMF policies do often succeed 
in curtailing inflation; sharp cuts in government 
spending and restrictions of the money supply will 
usually yield reduced price increases. Also, IMF 
programs can provide large influxes of foreign 
loans--from the Fund itself and the World Bank, 
from the U.S. government and the governments of 
other high-income countries, and, once the 
approval of the IMF has been attained, from 
internationally operating banks. But nowhere has 
the IMF policy package led to stable, sustained 
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economic expansion. Also, as in Argentina, it often 
generates growing inequality. 


The IMF's mania for reductions of government 
spending in times of crisis has been rationalized 
by the claim that balanced budgets are the 
foundation of long-term economic stability and 
growth. The IMF officially laments the fact that 
these policies have a severe negative impact on 
low-income groups (because they both generate 
high rates of unemployment and eviscerate social 
programs). Yet, Fund officials claim these policies 
are necessary to assure long-term stability. 
Nonsense. In recessions, moderate government 
deficits (like those of recent years in Argentina) 
are a desirable counter-cyclical policy, and 
balanced budgets only exacerbate down-turns. 
Also, curtailing social spending--on education, 
health care, physical infrastructure projects--cuts 
the legs out from under long-term economic 
progress. 


Why Does the IMF Stick to Failed Policies? 


Yet the IMF sticks to its policies, probably because 
those policies serve important and powerful 
interests in the U.S. and world economies. The 
IMF, after all, is not an institution controlled by 
either the people or the governments of low- 
income countries. It is not even like UN agencies, 
where governments have formally equal voice 
with one another. Instead, the IMF is controlled by 
the governments of high-income countries that 
provide the funds for its operations. The U.S. 
government has by far the greatest influence at 
the IMF. With over 18% of the voting shares in 
the Fund, the U.S. government has de facto 
control. Indeed, over the years, the IMF has 
operated largely as a branch of the U.S. foreign 
policy apparatus, attempting to create a context 
that assures the well-being of U.S. interests-- 
which is to say the interests of U.S.-based 
internationally operating firms. (The same context 
serves the interests of firms based in Europe, 
Japan, and elsewhere; so the U.S. generally has 
the support of its allied governments in directing 
the IMF.) 


Most important, the IMF tells governments that a 
key to economic growth lies in providing 
unrestricted access for imports and_ foreign 
investment. Virtually all experience, however, 
suggests the opposite--that extensive regulation 
of foreign commerce by a country's government 
has been an essential foundation for successful 
economic growth. Britain, the U.S., Japan, 
countries of Western Europe, Taiwan, South 
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Korea--all built the foundations for development 
not on "free trade" but on government regulation 
of trade. The IMF gets around the inconvenient 
facts of history by conflating free trade with 
extensive engagement in the _ international 
economy. But the two are not the same. Yes, 
successful development has_ always been 
accompanied by extensive international 
engagement, but through regulated commerce 
and not free trade. 


The dramatic experience with financial capital 
demonstrates a similar disconnect between IMF 
proclamations and reality. Through the period of 
its increasing influence in the 1980s and 1990s, 
the IMF pushed governments in low-income 
countries to liberalize their capital markets. 
Capital controls were, claimed the IMF, anathema 
to development. Then came 1997, when the open 
capital markets of East Asian countries were 
instruments of disaster. In the aftermath of 1997, 
it seemed clear that the real winners from open 
capital markets were financial firms based in the 
U.S. and other high-income countries. 


These same financial firms are also the winners 
from another component in the IMF _ policy 
package. Fiscal responsibility, according to the 
IMF, means that governments must give the 
highest priority to repayment of their international 
debts. In fact, the immediate justification of new 
IMF loans is often that this influx of capital is 
necessary to assure prompt payments of past 
loans. While there is no doubt that banks 
operating out of New York and other financial 
centers gain from this policy, experience does not 
support the contention that when governments fail 
to pay foreign debts they bring on financial 
disaster. Instead, experience suggests that, at 
times, defaulting on foreign debt can be an 
effective, positive policy option. (Also, as has been 
frequently noted, as long as the IMF provides the 
funds to assure payment of loans made by the 
internationally operating banks, those banks will 
have no incentive to assure that they are making 
sound loans. ) 


IMF advocacy of privatization is one more example 
of its effort to open the world economy more fully 
for U.S.-based firms. When state enterprises in 
low-income countries are sold, large 
internationally operating firms are often the 
buyers, able to move in quickly with their huge 
supply of capital. Of course, in Argentina and 
elsewhere, local business groups have often been 
the direct beneficiaries of privatization, sometimes 
on their own and sometimes as junior partners of 
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firms based abroad. Either way, whether the 
buyers of state enterprises are national or foreign, 
this enlargement of the private sphere of 
operation works to the benefit of the private firms. 
The problem here is not that privatization is 
always inappropriate, but simply that, contrary to 
IMF nostrums, it is not always appropriate. 


Privatization is especially problematic when it only 
replaces an inefficient government monopoly with 
a private monopoly yielding huge profits for its 
owners. Moreover, the record from Mexico City to 
Moscow demonstrates that privatization is often a 
hugely corrupt process. 


A Growing Popular Opposition 


The policies of the IMF and those of the World 
Bank have generated a great deal of popular 
opposition in low-income countries as well as in 
the U.S. and Europe. During recent years, that 
opposition has become increasingly strident, 
staging major demonstrations at meetings of the 
IMF and the Bank, as well as at other gatherings 
of the government officials guiding globalization. 
This opposition has been dubbed the "“anti- 
globalization movement." The title is misleading 
because most of the activists are not opposed to 
the growing international economic and cultural 
connections among peoples, but are opposed to 
the way those connections are being structured, 
benefiting large firms, while creating hardship and 
instability for many, many people. Policies like 
those of the IMF in Argentina typify the problem. 
Also, the recent political upheaval in Argentina 
lends new strength to the argument of the 
opposition movement that the IMF adjustment 
policies not only fail to bolster economic 
development but also lead to social and political 
disintegration. 


Pressure from this movement has had some 
impacts. The IMF's contribution to the Asian 
financial crisis in 1997 unleashed a torrent of 
criticism that the movement both built upon and 
contributed to. While no major policy changes 
have ensued, the Fund has responded rhetorically, 
renaming its "Enhanced Structural Adjustment 
Facility" as the "Poverty Reduction and Growth 
Facility." Over a longer period, the World Bank has 
also adjusted at least the appearance of its 
policies, focusing more attention on the issue of 
poverty and starting to examine the role of gender 
in economic development. The World Bank, in 
addition, has backed off from some of its large- 
scale water control projects in low-income 
countries as a result of pressure from local 
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organizations and_ international environmental 
groups. These changes have not basically altered 
the programs of the_ international financial 
institutions, and the IMF has been especially 
resistant to change. Yet these adjustments do 
suggest that opposition has begun to have an 
impact. 


The lesson is that the movement for change 
should increase its pressure on these institutions 
that are playing such central roles in shaping 
globalization. While the movement has emerged 
largely in response to the hardships and inequality 
that have grown--even while IMF-type policies 
generated some economic growth--this opposition 
will gain greater legitimacy as growth is replaced 
by crisis, as in Argentina. The appeal of alternative 
policies will be even greater as the IMF and local 
elites can no longer claim that economic growth 
will eventually solve all problems. 


Beyond Denunciation: Alternative Strategies 


There is, however, a need and an opportunity for 
the opposition movement to go _ beyond 
denunciation of the IMF's conservative policies and 
to articulate alternative strategies, strategies that 
would support a democratic, egalitarian form of 
economic development. Such strategies would 
promote structural adjustment in low-income 
countries, but a very different and more 
fundamental structural adjustment than has been 
advocated by the IMF. A democratic development 
strategy could begin with a focus on the expansion 
of social programs, a greater investment in 
schooling, health care, and other public services 
that would establish a social foundation for long- 
run economic expansion. 


A democratic strategy would’ not’ ignore 
macroeconomic stability, but instead of seeking 
that stability in government cutbacks, it would 
pursue expanding the government revenues 
(raising taxes) as a means to provide fiscal 
balance. Also, a democratic strategy could not 
ignore the private sector, but it would recognize 
the problems of allowing the private sector to be 
guided simply by private profits in an unregulated 
market. It would, for example, push the private 
sector toward high-technology activity instead of 
production based on low wages, and it would seek 
to provide support for local farmers to maintain 
their livelihoods and community stability. 


The first problem in implementing an alternative 
development program in Argentina and elsewhere 
is to overcome the power of elite groups that have 
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directed the existing system. In spite of the 
current difficulties, the policies that the Argentine 
government has followed in recent years, and the 
similar policies pursued by the governments of 
many low-income countries, have _ delivered 
substantial benefits to local elites. Those policies 
have allowed them to strengthen their positions in 
their own economies and secure their roles as 
junior partners with U.S.-based and_ other 
internationally operating firms. Changing policies 
will therefore require changing the balance of 
power. Shifting the balance of power in a country 
is never easy, but the emergence of an 
international movement for change and the 
growing economic crisis present some substantial 
opportunities. 


If people in low-income countries are to move in 
an alternative direction, they must find ways to 
deal with the oppressive burden of foreign debt. 
Not only is the debt itself a problem, creating a 
growing drain on countries’ resources, but also the 
need to continually seek new debt in order to 
repay old debt forces governments to accept the 
IMF conditions that perpetuate the problem. 


Here, those forces that want change can take a 
lesson from the high-income countries. As the 
governments of high-income countries work 
together in pursuing their economic relations with 
the low-income countries, low-income debtor 
countries have a common set of interests that 
could provide the foundation for common action. 
Working as a bloc, they would have a greater 
chance of gaining better terms, greater leeway in 
the conditions that come with foreign finance, and 
the freedom to pursue the meaningful structural 
adjustment of a democratic strategy. 


Ultimately, the power of such a bloc would depend 
on the willingness of member countries to 
repudiate their foreign debts. Such repudiation 
would have legitimacy because of the coercive 
practices that have given rise to this debt, and 
repudiation would have wide popular support. 


But would debt repudiation invite economic 
disaster? In Argentina, quite to the contrary, it 
was a refusal to repudiate the debt that led into 
the December debacle. The new government has 
now defaulted, but not in a controlled manner that 
might yield the greatest advantage, but as an act 
of desperation. Also, debt defaults in the past 
have generally not generated disaster, certainly 
nothing worse than the current Argentine 
situation. In any case, if forces in debtor countries 
could make the threat real, actual repudiation 
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would probably not be necessary. The power that 
the high-income countries have in the threat to 
cut off new loans would be matched by the power 
that low-income countries would have from their 
threat to cut off the flow of repayments. 


There are substantial political barriers to the 
emergence of democratic development strategies 
in low-income countries and to joint action by 
debtor countries. At the end of December, as a 
new spate of rioting broke out in Buenos Aires, 
U.S. President Bush told the Argentine 
government to seek guidance from the IMF and 
"to work closely with" the IMF to develop its 
economic plans. And the policies of the IMF are 
unlikely to change in any significant way. Indeed, 
as Argentinians went to the streets in response to 
their long suffering under the aegis of the IMF, the 
IMF disclaimed all responsibility. "The economic 
program of Argentina was designed by the 
government of Argentina and the objective of 
eliminating the budget deficit was approved by the 
Congress of Argentina," declared the IMF's 
spokesperson on December 21. 


This continued pressure from the U.S. government 
and the persistence of the IMF in pursuing its 
discredited policies make progressive change 
difficult. Also, powerful elites in Argentina and 
other low-income countries re-enforce the barriers 
to change. Yet the economic case for change is 
overwhelming, and one way or another a political 
route to this change needs to be found. 


(Arthur MacEwan <arthur.macewan@umb.edu> is 
professor of Economics and interim provost and 
vice chancellor for Academic Affairs at the 
University of Massachusetts in Boston. His most 
recent book is Neoliberalism or Democracy? 
Economic Strategy, Markets, and Alternatives for 
the 21st Century.) 


They Also Make Bombs Out Of Paper 
By Raj Patel 


A fertilizer bomb that kills hundreds in Oklahoma. 
Fuel-laden civil jets that kill 4000 in New York. A 
sanctions policy that kills one and a half million in 
Iraq. A trade policy that immiserates continents. 
You can make a bomb out of anything. The ones 
on paper hurt the most. 


Tucked away in the news in mid-November was a 
snippet from the Middle East directly related to the 
‘War on Terrorism’, but one that didn't get quite 
as much coverage as it ought to have done. The 
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World Trade Organization held its Fourth 
Ministerial Conference in Doha, Qatar, and came 
away with a Ministerial Declaration fluttering in its 
hand. United States Trade Representative Robert 
Zoellick, peddled the Ministerial Conference as 
part of the war effort. Here's what he said: 
"America's ability to sustain coalitions against 
terrorism will depend in part on our attention to 
the problems faced by our partners. Many 
democratic governments in developing nations, 
already struggling with economic challenges 
before September 11, now face staggering 
difficulties." 


That these difficulties are due to the previous 
trade rounds, and to developing countries' 
increased, policed and enforced integration into 
America's global economy, seems temporarily to 
have escaped Mr Zoellick. As ever, beneath the 
veneer of US magnanimity writhes a tangle of less 
noble intentions. The new Doha Development 
Agenda has much in common with its noisier 
cousin, The War on Terrorism. It is warfare by 
other means against the poor, at home and 
abroad. 


Indeed, the weapons of war seem to have 
informed the negotiating strategy of the WTO's 
handlers. One of the most dazzling early 
innovations from the arms industry was to pack a 
brace of warheads, including some dummies, atop 
intercontinental ballistic missiles. When these 
warheads re-enter the atmosphere, the enemy's 
defences are spread so thin trying to pick off each 
individual bomb that at least one would be sure to 
get through. And one warhead is quite enough. 


So it is with the development agenda. As Barry 
Coates, Director of the World Development 
Movement notes, "Developing countries have 
neither the capacity nor the wish to negotiate 
these new agreements." The civil services in the 
poorest countries have been pared to the bone by 
World Bank structural adjustment policies. Many 
cannot afford to have even one delegate in 
Geneva to monitor, negotiate and resist these 
organisations. Negotiating several issues at once 
is well beyond the means of most poor countries. 
The mere demand that these wrecked diplomacies 
‘negotiate’ a cluster of new issues effectively 
guarantees their detonation. 


Why, then, did developing countries agree to sign? 
Part of the reason lies in the magic of advertising. 
The new round hasn't been called a ‘round’. 
Instead what we have is a new brand round, the 
"Doha Development Agenda". This rebranding idea 
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is one with which we are all familiar - you tinker 
with the name, but nothing else, in order to make 
punters believe that you've actually improved 
things. It has worked for corporate giants, it 
works for the US government. The rebranded 
School of the Assassins in Fort Benning Georgia is 
now catchily known as WHISC, the Western 
Hemisphere Institute for Security Cooperation, but 
it still trains Latin American officers in techniques 
of interrogation to be tried out on uncooperative 
citizens back home. Plus ca change, plus c'est la 
méme chose. Flushed with the success of this little 
public relations coup, the US government and its 
corporate sponsors transformed the new WTO 
round into a Development Agenda. True to the 
spirit of the exercise, it still looks and smells the 
same as past efforts. And it comes with no added 
developing country concerns either. 


If you were following the flurry of trade debate 
emails, your spirits might have been raised a little 
with the announcement that developing countries 
won a major concession from rich countries. The 
Doha declaration on TRIPS - Trade Related 
Intellectual Property Rights - says that public 
health concerns can trump patents on drugs. A 
variety of non-governmental organizations in 
Doha rejoiced. It seemed as if the WTO had 
effectively condoned the exporting of cheap 
medicines to developing countries most in need of 
them. This seemed to be an important concession, 
an article of good faith on the part of the rich 
concerned with the ‘difficulties' of their poorer 
brethren. 


A more sober reading of the text of the declaration 
soon recorked the Champagne™. It turns out that 
the declaration merely clarifies existing provisions 
in the WTO patents regime, in which public health 
criteria can already be used to abrogate patent 
rights. There's nothing new in the Doha 
declaration to worry’ the — pharmaceutical 
companies, as PhRMA, the US Pharmaceutical 
corporate lobby, have recently confirmed. In fact, 
the WTO's rules are so powerful that even rich 
countries are wary of them. Nothing else explains 
the Canadian government's swift about-face on 
the compulsory licencing of Cipro. If the 
Canadians are afraid compulsorily to licence 
because of the precedent this will set for the 
pharmaceutical industry, it's unlikely that small 
developing countries stand much of a chance. 
Only Brazil has moved ahead with a compulsory 
licensing initiative, despite US threats of legal 
action. To have the rich countries affirm what was 
written into an already unjust law is scant victory. 
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Christmas has come early for the sick in poor 
countries. And, yep, they got a kick in the teeth. 
Again. 


None of this answers the question of why 
developing countries agreed to. sign the 
declaration. Developing countries aren't so easily 
beguiled. After all, they knew that the WTO 
allowed for compulsory licencing in the public 
interest. What's going on? 


Well, one reason for the signing isn't big news: 
since so little was given away, there was plenty of 
room to be able to spin the results to everyone's 
benefit. At a time when the big players in 
international politics are looking for dividends, no 
matter how empty, this was a fine chance to 
‘reinject confidence’ into the international system. 
The Indian government were able to trumpet their 
international belligerence to a domestic audience 
in need of feel-good news. Meanwhile the EU and 
US were able to brush aside demands on 
agricultural subsidy reduction, re-evaluating TRIPs 
and implementation issues. The rich still haven't 
delivered on many of the promises they made in 
1994. 


Another compelling argument for the signing of 
the declaration is the liberal application of carrots 
and sticks to the delegates. In order to maintain 
their coalition against terrorism, the US and its 
allies have brought their external considerations of 
aid budgets, trade opportunities and debt 
forgiveness to bear with unusual vigour. Which 
developing country, choking on immense and 
illegitimate debt, wouldn't like to be a Pakistan 
right now, on the receiving end of international 
largesse, World Bank and IMF debt cancellation, 
and CNN's compassion? 


Which developing country, not necessarily among 
the 70 listed by Mr Rumsfeld, would like to be 
Afghanistan? Yash Tandon, a seasoned activist 
from the SEATINI group in Harare, put it like this: 
“In Seattle, they had green rooms. In Doha they 
had boiler rooms. The rich countries lined up the 
poor, and took them in one by one, twisting their 
arms and extracting concessions with the threats 
of reduced aid budgets or worse.” 


The pressure on developing countries, the strong 
‘No to a new round’ positions taken by developing 
countries, and the pressure on the North to come 
out with some sort of agreements made possible a 
number of feats of diplomatic prestidigitation. 
Consider this example: the EU and its former 
colonies in the Africa, Caribbean, and Pacific (ACP) 
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are party to the Cotonou agreement. Cotonou 
grants a series of preferential trade privileges to 
exporters in these countries. These privileges, as 
the recent dispute over bananas shows, are 
questionably compatible with the WTO’s most- 
favoured nation stipulations. The ACP countries 
had been pushing hard for a waiver, so that these 
meager preferences would be accepted by the 
WTO. As if by magic, the WTO agreed. 


The real reasons are a little less impressive. It 
would have been exceptionally awkward to refuse 
this relatively small concession in a ‘development 
round’; the ACP have until 2008 to become WTO 
compliant in any case; there had been a great 
deal of campaigning and lobbying around this 
issue before Doha; and that the EU was looking to 
appear magnanimous. Magic looks better, though. 
The waiver has been spun as a concert of 
Northern and Southern interests. 


The Indian government, the most _ initially 
intransigent and powerful developing country, 
demanded a caveat before signing the Doha 
declaration. They wanted clarification from the 
Chair of the Conference, Youssef Kemal, on 
whether signing the agreement actually 
committed *everyone* to a new round, or merely 
to talks about talks. Here's Mr Kemal’s reply. 


"Let me say that with the respect to the reference 
to an ‘explicit consensus’ being needed, in these 
paragraphs, for a decision to be taken at the Fifth 
Session of the Ministerial Conference, my 
understanding is that, at that Session, a decision 
would indeed need to be taken, by explicit 
consensus, before negotiations on Trade and 
Investment and Trade and Competition Policy, 
Transparency in Government Procurement, and 
Trade Facilitation could proceed. In my view, this 
would give each Member the right to take a 
position on modalities that would prevent 
negotiations from proceeding after the Fifth 
Session of the Ministerial Conference until that 
Member is prepared to join in an_ explicit 
consensus." 


Poor Mr Kemal. Beyond being forced to talk in this 
unutterable doublespeak, he's clearly someone 
under duress. Things that you say with a gun to 
your head often don't count against you under 
more normal circumstances. And since the Indian 
government was asking for this clarification 
minutes before the end of the conference, and 
given that Youssef Kemal had spent a great deal 
of time working to make sure that the conference 
resulted in some sort of declaration, it's not 
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terribly surprising that he agreed to whatever they 
said. The subtext here is quite simple: "Yeah, 
whatever, for the love of god just sign the damn 
thing". Can we expect a process of explicit 
consensus next time round? It is, at best, unlikely. 
The WTO has a track record of promises broken to 
the South. From implementation — protocols 
ignored, to preliminary ‘studies’ before 
negotiations waived, it is standard diplomatic 
practice to throw crumbs to developing countries 
at one negotiation, and then pick them off the 
table with a damp middle finger at the next. 


Perhaps the best explanation as to why developing 
countries went ahead with the round, though, is 
that the mystery rests on a misconception. In 
Seattle, Southern governments refused to sign a 
declaration not because they opposed the 
entrenchment of neoliberalism and the elite class 
bias that comes with it, but because they had 
been roughly treated. Delegates had not been able 
to enter meetings, and the US negotiating team 
had rubbed Southern inferiority in their faces. In 
other words, the signing of the Doha Development 
Agenda is only a mystery if one thinks that 
developing country governments have recently 
taken a principled stand against neoliberalism. 
They haven’t. The refusal to sign at Seattle was 
not about indignation at neoliberalism, but about 
the failure to treat elites as they are accustomed. 


In Doha, by contrast, Mr Zoellick was a dealer, a 
broker of accord, a merchant of consensus. This 
new-found humility evidently pushed the buttons 
of the developing country elite. So they signed. 
This should come as no surprise. These are the 
elites that milk and pimp the majority of people in 
their countries. It’s hard to see why putting them 
in five star accommodation and making them feel 
important might make them less venal. 


Let us be clear. The Doha declaration and the war 
on terrorism are one and the same process of 
power politicking. And woe betide those who raise 
their voices in protest. Violence and silence are 
partners. Indeed, the ‘war on terrorism’ and the 
‘war on poverty’ even have similar processes of 
suppression of dissent. It has, for example, been 
little reported that the WTO tried to muffle an 
alternative website. The operators of Gatt.org 
were told by their internet service provider, after 
pressure was applied from the WTO, that they had 
to take the site down because of copyright 
violations. Using a slightly outdated facsimile of 
the WTO's own website, the site provides links to 
alternative sources of information on the WTO, as 
well as a modest character assassination of trade- 
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unionist turned Director General of the WTO, Mike 
Moore. Clearly, someone at the WTO doesn't have 
a sense of humour. And wants alternatives 
silenced. 


Fact is, trade has as little to do with development 
now as it did when the British South Africa 
Company, and the Dutch and British East India 
companies smothered Africa and Asia. The WTO 
continues to reach beyond any reasonable 
economic arguments about trade with its ‘Trade 
Related’ intellectual property, labour, and 
transparency rulings. That's okay. We're used to 
it. The war on terrorism has, as John Pilger has 
noted, nothing to do with terrorists. 


Both the international trade system and the war 
on terrorism are technologies of entrenchment. 
We are sold war as patriotism. We are sold trade 
as efficiency. Efficiency is the Trojan horse of 
fascist politics. On the surface, the idea seems 
inviting enough - get more for your money than 
you currently get. This is the magic of 
international trade liberalisation, after all. Let 
consumers reap the benefits of cheap production 
in other places, stop subsidising your own wasteful 
production. You can even give the money you 
save from subsidies to widows and orphans. 


Not that the winners from ‘efficiency’ seem to care 
about widows, or indeed any women at all. 
Perhaps the greatest crime in the drive to 
efficiency, as with the drive to ‘international 
security’ is the silence over the suffering of 
women. In the production of tea, coffee, cocoa, 
textiles, services and agricultural innovation, the 
most exploited are people of colour, and above all 
women. 


That’s not entirely fair. Free traders do have a 
thing or two to say about women. The stylised 
argument is this: 


"Look! These peasant women, who previously 
didn't have an income are now able to earn cash, 
if only in the informal economy! Not only does 
trade continue to liberate, but it always has. Some 
women have benefited from trade for centuries. 
Cross border trade in the horn of Africa, for 
instance, puts women in a position of slightly 
more power than their counterparts elsewhere in 
Africa." 


But there's a sleight of hand, a twist of a dagger 
in this. Rural communities involved in the export 
industry are on a guaranteed losing streak. The 
price of the goods they sell has fallen over the 
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past thirty years - indeed, the market guarantees 
that when demand is high, supply will rise to lower 
price in the long term. And to supply, all you need 
is to be in debt, have a tropical climate, and cheap 
labour. Any takers? 


In other words, the prices of these things, the 
very things that are meant to lift the poor out of 
poverty, plummeted. Disenfranchised, the rural 
poor migrated to the city. And since there really 
isn't a way to grow much food there, working for 
cash for food became a necessity. And with some 
fine modelling, the informal economy has been 
illuminated for us. And women are now cash-rich. 
Development? Exactly. 


Efficiency is not a democratic value. (It's hardly 
accidental that an ‘efficient’ is a nineteenth 
century term for a soldier ready for combat.) 
Efficiency is a technology of conservatism. It is a 
way of asking how to wring more out of the status 
quo. If the status quo were just, efficiency would 
be a luxury we could afford to think about. But it 
isn't. Efficiency is an entrenchment. This is the 
sort of entrenchment that has been peddled under 
the lobotomising slogan "If we don't do X, the 
terrorists have already won" where X is exactly 
the same as we did before. This is the sort of 
conservatism that does a_ disservice’ to 
Conservatism. It is reactionary, mindless and 
stupefying. We must remain the same _ not 
because change must happen slowly, but because 
any change lets terrorists win. 


The war on terrorism isn't really about preventing 
the savage acts that kill thousands every day. 
Trade isn't really about development. They're both 
ways of entrenching power, making the world safe 
for capital, in our names, written into the laws of 
our countries. 


The connection with law - and the majority of the 
WTO's employees are lawyers - is important. 
‘Trade as development’ and 'War as peace’ snap 
the connection between law and justice. The laws 
invoked to sanctify these power politics are vastly 
unjust, and an example of the kind of justice that 
people of colour experienced for a_ while. 
Apartheid, after all, had its legal justifications. It 
was written on peoples' bodies just as it was 
written in statute. The law is a weapon of the 
strong far more than a weapon of the weak. 


Sometimes, — though, paper can become 
inconvenient for even the most powerful. The rule 
of law can turn into the rile of law for the rich as 
much as for the poor. The solution? Ignore it. This 
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is what the US has done to its own constitution 
and trade commitments over the past decade. The 
constitution has finally made the transition from 
parchment to toilet paper. John Ashcroft's 
ransacking of attorney-client privilege, allowing 
him to monitor attorney-client interactions without 
telling anyone, violates both the Fourth and Sixth 
amendments. 


Let no-one say that all it takes to kill one of these 
outrages is 'open democratic debate’. There is no 
such thing. The self professed home of democracy 
is run on the dollar-a-vote principle. Such politics 
rests on our consent, though. When we withhold 
it, we reclaim the power that is justly ours. It's 
important to remember that the battle against the 
corporatisation of medicine was won not in Doha, 
but through large-scale international mobilization, 
education and protest. The declaration on public 
health was a forgone conclusion only after a great 
deal of hard work by groups like the Treatment 
Action Campaign and ActUp! Philadelphia, Paris 
and New York. The victory is well worth the 
struggle, but is far from over. After all, the horror 
of ‘international trade as development' still 
remains. We should not forget that we've only 
won what was taken away from us by the WTO in 
the first instance. And when we roll back the 
police state in the US and elsewhere, we'll only be 
reclaiming the liberty that was snatched from us. 


It is time for a healthy dose of pessimism of the 
intellect. There are tough times ahead. In many 
places around the world, an article like this could 
constitute criminal incitement. You can make a 
bomb out of paper. As the Gandhians among us 
know, you can also make a weapon out of truth. 
To update Orwell, telling the truth is now a 
terrorist act. So if we don't become guerrillas 
armed with truth, satyagrahi? Well, then the real 
terrorists have already won. | 


*Raj Patel is a co-editor of The Voice of the Turtle. 
http: // voiceoftheturtle. org 

First published: SEATINI BULLETIN. Southern and 
Eastern African Trade, Information and 
Negotiations Initiative. Volume 4, Nos. 23&24 





The New Economy Recession: Economic 
Scorecard 2001 


By Dean Baker 
December 20, 2001 


Now that it is officially acknowledged that a 
recession has begun, most economists are 
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predicting that it will soon be over. This 
assessment should not be accepted uncritically. 
The vast majority of these economists failed to 
anticipate the onset of the recession, primarily 
because they refused to recognize the problems 
posed by a stock market bubble of unprecedented 
size. 


An economic recovery must be driven by some 
component(s) of demand growing rapidly. It is not 
clear which sector can drive the economy forward 
in the near future. Both consumption and 
investment, which drove the late nineties boom, 
are likely to remain weak for the foreseeable 
future. State and local government spending will 
be a drag on the economy, as these governments 
are forced to cut spending to keep in line with 
falling tax revenue. The best near term prospect 
for growth is an increase in net exports, which in 
turn would depend on a fall in the dollar. A decline 
in the dollar at some point is inevitable, the 
sooner it occurs, the better it will be for the 
economy. It will be important that the Federal 
Reserve Board not attempt to prevent such a 
decline, or offset its impact with higher interest 
rates. 


The Economy in 2002 


After 5 years of rapid growth the economy sank 
into a recession, for the first time in more than a 
decade, in 2001. The economy added an average 
of almost 3 million jobs annually in the last five 
years. It lost close to 1 million jobs in 2001.This 
job loss has pushed the unemployment rate up 
from 4.0 percent in 2000, to close to 6.0 percent 
at the end of 2001. 


This downturn came as a Surprise to many 
economists. For example, in July of 2000, the 
Congressional Budget Office (CBO) forecast 
growth of 3.1 percent for 2001. As recently as 
January it still projected real GDP growth of 2.4 
percent. The Office of Management and Budget 
projected 3.3 percent growth in J anuary of 2001. 
Most private forecasters gave similar projections. 
While we don't have the 4th quarter numbers in 
yet, GDP growth for the whole year will be flirting 
with zero. 


While the exact timing of the downturn was not 
predictable, the fact that a downturn was 
imminent should have been apparent. The 
economy in 2000 was being driven by an 
investment boom in the information technology 
(IT) sector, and by surging consumption. These 
two phenomena were in turn driven by a booming 
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stock market. At its peak in March of 2000, the 
market as a whole was valued at more than 33 
times corporate earnings. This was more than 
twice the historic average price to earnings ratio 
of 14.5 to 1. Since the share of output going to 
corporate profits was already at an extraordinarily 
high level, and unlikely to rise further, market 
valuations were especially out of line. In fact CBO 
predicted in January 2000 that real (inflation 
adjusted) corporate profits would actually fall over 
the next ten years, because it seemed likely that 
the profit share of output would shrink. 


Since it was virtually impossible to construct a 
plausible scenario that made sense of the peak 
stock prices of 2000, a large downturn in the 
market was inevitable. And a downturn in the 
market would bring an end to the two major 
forces driving the rapid growth of the late 
nineties-booming IT investment and_ surging 
consumption. The market bubble had already 
begun to deflate by the end of 2000, so 
economists making projections at that time should 
have foreseen the weakness in these two sectors 
that hit home in 2001. 


The wealth effect from the run-up in the stock 
market had pushed savings rates almost to zero. 
With the market falling back from its peak levels, 
it was virtually certain that savings rates would 
rise somewhat, as households adjusted both to 
the lower current value of their stock holdings and 
reduced expectations for the future increase in 
stock prices. Those families with significant stock 
holdings realized that they would have to save 
more money in order to accumulate enough to pay 
for such things as their children's education or 
their own retirement. And, by definition, saving 
more means consuming less. 


The collapse of the tech bubble in the stock 
market meant that it was no longer possible for 
companies earning little or no profit to raise 
billions of dollars of capital by issuing new shares 
of stock. The Federal Reserve Board also reports 
that banks have significantly tightened lending 
standards over the last two years. With investors 
demanding to see at least some evidence of 
profitability, many tech companies had to sharply 
curtail their investment plans and a large number 
have gone bankrupt in the last year. 


Is Recovery Around the Corner? 


Many of the economists who were surprised by the 
recession are now predicting a rapid turnaround. 
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These predictions should be viewed with caution, 
since the basis for this optimism is rather dubious. 


For example, many analysts have noted that the 
average post-war recession has lasted 11 months. 
If this is an average recession, it would imply that 
recovery will begin in February, since the 
recession began in March. But this recession does 
not appear to be average. Prior recessions were 
brought on by the Federal Reserve Board raising 
interest rates in an effort to slow growth and 
inflation. Higher interest rates would choke off 
housing and new car purchases. Although the 
Fed's six interest rates hikes in 1999-2000 may 
have contributed to the onset of the downturn, the 
main factor behind this recession has been the 
collapse of investment and slower consumption 
growth attributable to a declining stock market. 
Housing and car sales have actually remained 
reasonably strong thus far. The relative strength 
of these two sectors means that there is no pent 
up consumer demand that can jump-start a 
recovery. 


The other basis for optimism that is generally 
cited is the recent rise in the stock market. But at 
this point it should be apparent that the stock 
market is a very imperfect predictor of anything. 
It is often driven by completely irrational forces- 
the economy does not follow the stock market in 
any regular pattern. To give an extreme case, 
Japan's Nikkei index hit 40,000 in 1989. Twelve 
years later, after a decade of slow growth with 
four recessions, it stands at less than one third 
this level. 


Economic recovery will have to be grounded in the 
growth of the actual components of GDP, not 
wishful thinking. At this point, it is not clear where 
this growth will take place. As_ always, 
consumption is the most important component, 
since it accounts for just under 70 percent of GDP. 
It is difficult to see the basis for strong 
consumption growth in the near future. The 
economy has been losing jobs since March, with 
the pace of job loss accelerating sharply in the 
wake of September 11th. With the decline in jobs 
being accompanied by a decline in hours for those 
still working, and slowing nominal wage growth, 
real wage income has been falling since J une. Job 
losses are likely to continue for the immediate 
future, even in optimistic scenarios. It is therefore 
unlikely that there will be a significant uptick in 
wage income any time soon. In fact, since many 
companies are cutting back on year-end bonuses, 
the income numbers are likely to be especially bad 
in December and J anuary. 
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Weak wage growth will not be the only factor 
dampening consumption. The ratio of household 
debt to disposable income is at an extraordinarily 
high level. Non-mortgage debt is now more than 
23 percent of disposable income; by comparison it 
peaked in 1990, at the top of the previous 
expansion, at 18.4 percent of disposable income. 
Lower interest rates reduce the burden of this 
debt load, but it doesn 't change the fact that 
many households are reaching the limits of their 
ability to borrow. 


In fact, one effect of the low interest rates of 
recent months-which did keep the economy from 
weakening further-will be a dampening of any turn 
around next year. The flood of new car purchases 
sparked by zero interest financing will come 
largely at the expense of car purchases in the first 
half of 2002. The extraordinary financing offer 
undoubtedly did bring some new buyers into the 
market, but the larger impact was to get 
consumers to move their purchases forward. 
Similarly, the surge in home refinancing in the fall 
will limit the extent to which maintaining low 
mortgage rates will benefit homeowners next 
year. 


With little or no growth in wage income, high 
levels of indebtedness, and a relatively saturated 
car market, there seems little prospect for strong 
consumption growth, at least for the first half of 
2002. 


The picture for investment does not look much 
better. Capacity utilization rates have fallen below 
75 percent, and are not far above their low points 
of the 1974-5 and 1981-2 recessions. Firms are 
not likely to feel a need to expand their capacity 
any time soon. This is especially the case in the 
tech sector where there continues to be enormous 
overcapacity in the semi-conductor and computer 
industries. 


In addition, with profits down nearly 20 percent 
from year-ago levels, and many _ firms 
experiencing a downgrading of their 
creditworthiness, financing could pose an obstacle 
to new investment for many firms. Investment 
spending may stop falling in the next two 
quarters, but there is little reason to expect a 
significant turn around in the immediate future. 


The state and local government sector, which 
accounts for more than 11 percent of GDP, is 
likely to be a substantial drag on the economy in 
the next year. Revenue has fallen sharply below 
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expectations due to the slowing economy. As a 
result, most of these governments are finding it 
necessary to cut spending and jobs as they seek 
to balance their budgets. 


Housing has remained relatively strong, as low 
interest rates have helped to sustain demand. But 
even here, future prospects are not bright. 
Housing prices had been rising rapidly into the 
first half of 2001. The median price of a new home 
sold in October (the most recent month available) 
was down 6.1 percent from the peak hit in June. 
The average price of a new home was down 5.1 
percent from its year ago level. The monthly data 
for home prices are erratic, but the decline has 
continued long enough that it seems clear that 
housing prices have reversed direction. This 
indicates both a weakening sales market, and a 
reduced ability for homeowners to borrow against 
equity in their home. 


The prospects for commercial construction are 
especially bleak as noted in a recent report by the 
Federal Deposit Insurance Corporation (FDIC).[1] 
There appears to have been’ widespread 
overbuilding of office space, retail space, and of 
hotel rooms. The FDIC made this assessment 
before September 11th. 


The international sector could offer the best hope 
for growth, but also the greatest risk. With the 
economic slowdown hitting worldwide, the United 
States is unlikely to experience a surge in exports 
due to strong growth elsewhere. However, the 
strong dollar is leading to large and unsustainable 
trade deficits. At some point, it will have to fall. 
This will lead to a substantial reduction in the 
trade deficit, since a lower dollar makes U.S. 
goods more competitive, both domestically and 
internationally. A drop in the trade deficit could 
provide a substantial boost to the economy. 
However, it will also lead to more inflationary 
pressures, perhaps adding as much as 2.0 
percentage points to the rate of inflation. If the 
Federal Reserve Board raises interest rates to 
combat this inflation, it could offset the simulative 
effects of a lower dollar. 


Since current account deficits of 4.5 percent of 
GDP (the present level) are not sustainable, it is 
certain that the dollar will fall, but just as with the 
stock market bubble, the actual timing of the 
decline is unpredictable. At this point, a sharp 
decline in the dollar may be the economy's best 
prospect for renewed growth, in the absence of 
government stimulus. 
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Fiscal stimulus can give the economy a boost, but 
there are serious political obstacles to an effective 
package gaining approval. It is worth noting that 
fiscal stimulus will require very different attitudes 
towards government deficits than Congress has 
recently displayed. It is not clear that Congress 
will be willing to support substantial spending 
increases or tax cuts, when the baseline budget is 
already showing a deficit. It is also worth noting 
that the deficits may prove significantly larger 
than even recent forecasts have indicated. Last 
year's budget projections assumed more than 
$100 billion a year in capital gains tax revenue. 
(The projection for the 2002 fiscal year was $125 
billion.) These estimates seem very high in light of 
the stock market's recent downturn. 


In summary, there does not seem to be any firm 
basis for the view that a recovery is imminent. 
With job losses and large debt continuing to check 
the growth of consumption, and excess capacity 
and financing problems restraining investment, 
the main engines of economic growth will be 
sidelined for the immediate future. The best 
prospects for a turn around lie in either a sharp 
drop in the dollar, which will spur net exports, or a 
strong dose of fiscal stimulus from the federal 
government. 


Dean Baker is co-director of the Center for 
Economic and Policy Research. Published in 
collaboration with CEPR www.cepr.net 


From Euro to Euroimperialism 
By Heinz Dietrich Steffan 


The brand new European currency is far more that 
an economic advance. It is at one and the same 
time a mark of the strengthening of euro-identity, 
euro-centralism and euro-imperialism. that is to 
say it marks the appearance of a new Leviathan 
on the world stage. 


Twelve of the fifteen Member States of the 
European Union (EU) are members of the new 
currency zone, commonly called Euroland; Austria, 
Belgium, Finland, France, Germany, Greece, 
Ireland, Italy, Luxembourg, the Netherlands, 
Portugal and Spain. Only Denmark Great Britain, 
and Sweden remained outside. But the influence 
of the new currency extends far beyond the twelve 
countries which have formally adopted it as their 
sole "national" currency. 


Many former colonies, colonies and neocolonies of 
the new European superpower, up to and 
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including the Popehave adopted the new monetary 
standard; among them’ French’ Guyana, 
Guadeloupe, Martinique, Monaco, San Marino, the 
Vatican, Andorra, Kosovo and Montenegro. 
National currencies with fixed parity are to be 
found in 16 African countries, for example, Guinea 
Bissau, Nigeria, the Republic of Congo, Senegal 
and the Ivory Coast. But the euro's influence also 
affects the countries which rejected it. In Denmark 
75% of businesses have decided to accept the 
new foreign exchange and in England, Sweden, 
Poland and the other twelve States of East and 
South Europe, businesses connected with tourism 
and the external market will have no alternative 
open to them. More that 50% of British exports 
are absorbed by the European Union and about 14 
million European tourists annually disgorge 
thousand of millions of euros in the island. To such 
an extent that the islanders' fear of those on! 
terra firma will go the same way as their fear of 
the Channel tunnel. When the railway tunnel 
between France and Great Britain was planned the 
islanders were against it because they feared that 
rabid rats would cross from the continent into Her 
Majesty's kingdom. Happily, modern science 
prevented such an invasion and the tunnel was 
built. In fact the economic power of the new block 
is SO great that the "splendid isolation" of the past 
will quickly become no more than a romantic 
dream in collective English memory along with the 
British Empire and the pirate, Sir Francis Drake. 


In fulfilment of a great thirty -year dream of the 
European political elite, bearing witness to a 
masterpiece of logistics, on 2nd January 2002 - 
after three years as a virtual currency, that is to 
say used only for interbank transactions - 52 
thousand million in the new coinage and 14.9 
thousand million in banknote were delivered to 
302 million citizens of the twelve countries 
mentioned. Furthermore, tens of millions of 
vending machines, public telephones, etc., were 
adapted to accept the currency without any 
problems, so the new superpower convincingly 
demonstrated its ability to join Washington on 
equal terms in competing for economic control of 
the global village 


The economic strength of euroland finds 
expression in the following figures; about 16.2% 
of World Domestic Product (WDM) is generated in 
this zone, as opposed to 22% for the United 
States and 7.6% for Japan; its share of world 
exports amounts to 19% as compared with 15% 
for the United States and 9% for Japan; finally 
stockmarket capitalisation as a percentage of 
National Domestic Product represents respectively 
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66%, 128% and 74%, while the demographic 
potential is 302, 272 and 127 million population. 


The new economic superpower is the result of a 
1500 year historical process. Since the time of the 
Roman Empire there has been no unified Europe 
with a common identity, currency and army. 
Charlemagne, butcher of the free Germanic 
peasantry, tried to revive the Roman project but 
failed. Charles V, butcher of indigenous Americans 
had no more success in the sixteenth century and 
Hitler, butcher of the European peoples failed in 
the selfsame attempt to construct by force what is 
today the European Union. Institutional 
unification, elitist but peaceful, is accordingly one 
of the most notable achievements of the new 
superpower. It is that beginning which explains 
how today the European Union is probably unique 
in global society (with the exception § of 
Switzerland) in its respect for multiculturalism, 
multiethnicity and federalism, far more so than 
the United States in all its history, marked as it is 
by the enslavement of Afro-Caribbean and the 
destruction of indigenous’ peoples. That 
remarkable difference from the national states of 
history - which were bloodstained impositions 
forced upon groups of subject peoples - ought not, 
however, to deceive anyone concerning the role 
that the EU will play in world politics. It is better 
for the neocolonial countries to have two masters 
in the global village, in place of one (Washington), 
because this opens up- opportunities for 
negotiation which a monolithic system does not 
offer. For example the possibility of change in the 
composition of the 208 thousand million dollars in 
international reserves which China holds, gives it a 
strong economic weapon in negotiations ; similarly 
the end of dollar hegemony as a world currency 
deprives Washington of the equivalent of global 
credit standing devoid of interests. 


However, domestic middle-class democracy is 
perfectly compatible with external exploitation and 
oppression. In this regard the new Roman empire 
will be no different from the first; it is born like 
the god, Janus, with two faces. The fair face for 
citizens of the empire, the fearsome for those of 
the Third World. 


Correos para la emancipacion - Buenos Aires 
www..geocities.com/correosparalaemancipacion 
Translation: Prudence Dwyer, volunteer translator 
coorditrad@attac. org 





A Mistake in last Newsletter #112 


Dear friends, 


i 


attac 


Thank you very much for translating my personal 
account of the popular uprising in Argentina. | 
didn't read all of your translation, but there's a big 
mistake at the end. You wrote: “they lose 
themselves among the rocks and disappear, at 
other times they are choked with mud and filth; 
but they can also clear the way for a profusion of 
the most beautiful flowers. For the present , let us 
abandon the saucepans . 


Por ahora, no guardemos las cacerolas. 


Meeting ATTAC worldwide. 
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That is: For the present, let us not abandon the 
saucepans. 


| hope your readers will not think | suggest to 
abandon the streets! The opposite, | participated 
in the other three "cacerolazos". Best regards 
from Buenos Aires 

Pedro Brieger 


If you are interested in one of these rendezvous please click on http://attac.org/rdv/ Then select 
the country in which it will take place to find further information. 





Wednesday 16: AUSTRIA: ALTES / BELGIQUE BELGIE : BRUXELLES / DANMARK: NIELS - BLAGARDS 
PLADS / FRANCE: PARIS 11 - MONTREUIL - DIE - LYON - LA CIOTAT - TOULOUSE - PARIS 13 - SAINTES 


Thursday 17: AUSTRIA: WIEN / BELGIQUE BELGIE: BRUXELLES / FRANCE: PARIS 14 - TRAPPES - 
COUERON - MONTELIMAR - AUBRES - MARSEILLE - THIONVILLE 


Friday18 : FRANCE: CREST / SUISSE SCHWEIZ : LAUSANNE 


Saturday 19 : DEUTSHCLAND : FRANKFURT / FRANCE: PARIS ‘MANIFESTE 2002’ - CHAMBERY 


Sunday 20 : DEUTSHCLAND : FRANKFURT / FRANCE: PARIS 11 / NORGE: OSLO 


Monday 21: DANMARK: NIELS - ESBJERG / FRANCE: LE THOR - CHATEAUBRIANT - MARSEILLE - 


CLAPIERS - LA ROCHELLE - STRASBOURG 


Tuesday 22 : AUSTRIA: WIEN / DANMARK: AALBORG - ARHUS - KVINDER / ESPANA: MADRID / FRANCE: 
PARIS 11 - VALENCE - PARIS 15 - AVIGNON / SVERIGE : STOCKHOLM 


Wednesday 23 : AUSTRIA: LINZ / FRANCE: PARIS 11 - LYON - TOULOUSE - CHAUMONT 


